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Intensified competition may continue to put pressure on the profitability 
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Financial summary 
In the second quarter of 2025, Meituan reported total revenue of 91.8 billion yuan (RMB, 
same below), a year-on-year increase of 11.7% and a quarter-on-quarter increase of 6.1%. In 
terms of profitability, operating profit was 200 million yuan, down 98.0% year-on-year and 
97.9% quarter-on-quarter. Adjusted net profit was 1.5 billion yuan, down 89.0% year-on-
year and 86.3% quarter-on-quarter. By segment, Core Local Commerce revenue in Q2 2025 
was 65.3 billion yuan, up 7.7% year-on-year. Operating profit was 3.7 billion yuan, down 
75.6% year-on-year, with an operating profit margin decreasing by 19.4 percentage points 
year-on-year to 5.7%, primarily due to intense competition in the food delivery industry. 
New Initiatives revenue was 26.5 billion yuan, up 22.8% year-on-year. Operating loss was 1.9 
billion yuan, broadening by 43.1% year-on-year, mainly due to expanded overseas expansion. 
The operating loss ratio improved by 3.1 percentage points quarter-on-quarter to 7.1%, 
primarily due to improved operational efficiency. 
 
In terms of expenses, sales costs in Q2 2025 were 61.4 billion yuan, up 27.0% year-on-year, 
accounting for 66.9% of revenue, up from 62.6% in the previous quarter, mainly due to rider 
subsidies and the expansion of instant retail business. Sales and marketing expenses were 
22.5 billion yuan, up 51.8% year-on-year, accounting for 24.5% of revenue, up from 18.0% in 
the previous quarter, primarily due to increased user incentive spending. R&D expenses 
were 6.3 billion yuan, up 17.2% year-on-year, accounting for 6.8% of revenue, remaining 
stable quarter-on-quarter. General and administrative expenses were 2.7 billion yuan, 
accounting for 2.9% of revenue, also stable quarter-on-quarter. 
 

Financial performance 
Food Delivery & Instashopping Business 
The food delivery industry is becoming increasingly competitive. In April, competitor JD 
Delivery rapidly increased order volumes through its ‘Billion-Dollar Subsidy’ program, and 
competition intensified further in May when Taobao Flash Purchase joined the subsidy war. 
In response, the company employed strategies such as ‘Shen Qiang Shou’, ‘Pin Hao Fan’, and 
subsidies for both consumers and merchants to tackle the competition. This drove overall 
expansion in the food delivery market order volume. We estimate that Meituan's food 
delivery order volume growth accelerated to 10.0% year-on-year in Q2 2025, boosted by 
competition, while delivery service revenue grew by only 2.8% year-on-year, slower than the 
order volume growth. Meanwhile, the AOV for food delivery declined more significantly due 
to subsidies, coupled with higher per-order subsidies year-on-year and increased costs from 
improved social security systems. We expect the per-order UE for food delivery to turn 
negative in Q2 2025. 
 
Looking ahead to the second half of the year, intensified competition is expected to 
continue driving order volume growth, but profitability may remain under pressure. In Q3, 
Taobao Flash Purchase launched a 50-billion-yuan subsidy plan and initiated the ‘Super 
Saturday’ campaign. The company quickly responded by matching subsidies, leading to 
record-high order volumes in instant retail. As of July 12, peak order volume reached 150 
million orders, with ‘Shen Qiang Shou’ contributing over 50 million orders and ‘Pin Hao Fan’ 
contributing over 35 million orders. Due to the increased intensity and prolonged duration 
of competition in food delivery and flash purchase, we expect year-on-year order volume 
growth for both segments in Q3 and Q4 to further accelerate compared to Q2. However, 
profitability is likely to remain under pressure. Considering management's guidance that the 
Core Local Commerce segment may turn from profit to loss in Q3, we expect the operating 
profit margin for Meituan's food delivery and flash purchase businesses to turn negative in 
2025. 
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New Business 
The company has restructured its fresh grocery business, significantly scaling back 
‘Meituan Select’ and fully committing to ‘Xiaoxiang Supermarket’, with plans to cover 
all first- and second-tier cities. For overseas operations, Keeta has entered the Qatar 
market, setting a long-term goal of achieving $100 billion in GMV over the next 
decade. While the company is not rushing this process, it remains optimistic about 
the long-term growth potential. According to management, due to restructuring costs 
associated with business adjustments and the expansion of Keeta in the Middle East, 
the loss for the New Initiatives segment is expected to widen to 2.3-2.4 billion yuan in 
the third quarter. 
 

Company valuation 
The company's financial resources are more limited compared to Alibaba, which may 
put it at a disadvantage in a prolonged cash-burning competition and pose a risk of 
market share loss. However, considering the potential for profit recovery between 
2026 and 2027, we have adjusted our revenue forecasts for 2025-2027 to 
401.7/454.6/512.9 billion yuan, with net profit attributable to shareholders at 
23.8/31.1/39.8 billion yuan, corresponding to EPS of 4/5/7 yuan.  
 
Based on the SOTP valuation method, we estimate Meituan's total target market 
capitalization for 2025 to be 664.7 billion yuan. We have lowered the target price to 
HK$118.3. The current stock price corresponds to a PE ratio of 24x/18x/14x for 2025-
2027. We downgrade our rating to ‘Accumulate’. The segment valuation includes the 
following parts: 
 
1) Core Local Commerce is valued at 526.8 billion yuan, using an 8% weighted 

average cost of capital and 5% perpetual growth rate; 
2) New Initiatives are valued at 81.8 billion yuan, applying a 0.8x 2025 P/S multiple; 
3) Net cash amounts to 56.1 billion yuan. 
 

Risk factors 
1) New business performance below expectations; 2) Intensified competition in the 
food delivery and travel industries; 3) Weaker than expected recovery in consumer 
demand. 
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Exchange rate: RMB/HKD = 1.09 
 
Current Price as of: Sep 3 
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We do not base our recommendations entirely on the above quantitative return bands.  We consider qualitative factors like (but not limited to) a 
stock's risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative 
undertones surrounding the stock, before making our final recommendation 

 
GENERAL DISCLAIMER 

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the terms and 

limitations set out below.  

 

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or 

consequential loss arising from any use of material contained in this publication.  

 

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis, 

forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are expressions of belief 

only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate, 

complete or verified or should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not 

have any responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will 

Phillip Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made 

available, even if it has been advised of the possibility of such damages.  

 

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time 

without prior notice.  

 

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 

particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek advice from a 

financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person, 

before making a commitment to invest in any of such products. 

This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and exercise of judgment. The 

fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product 

described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication 

involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made unless all 

such risks are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein 

with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.  

 

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research 

should take into account existing public information, including any registered prospectus in respect of such security. 
 

Disclosure of Interest 
Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation covered in 

this report 
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more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation. 
 
Availability 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where 

such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or 

licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction. 

 

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear responsibility for any 

loss occasioned by reliance placed upon the contents hereof.  PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of 

different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.   
©  2025 Phillip Securities (Hong Kong) Limited 

Total Return Recommendation Rating Remarks 

>+20% Buy 1 >20% upside from the current price 

+5% to +20% Accumulate 2 +5% to +20%upside from the current price 

-5% to +5% Neutral 3 Trade within  ± 5% from the current price 

-5% to -20% Reduce 4 -5% to -20% downside from the current price 

<-20% Sell 5 >20%downside from the current price 
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